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Extracts  from  an  article  by  Mr.  John  E.  Barber, 
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THE 

AMERICAN  MOTION  PICTURE  INDUSTRY 


Leads  the  World  and  Drew  $767,000,000  to  the  Box^Offices 
of  16,000  Theatres  Last  Year 

By  JOHN  E.  BAKBER, 

First  National  Bank  of  Los  Angeles,  Cal. 

THE  recent  announcement  that,  since  its  release  in 
September,  1920,  "Way  Down  East''  had  earned  a 
total  gross  of  $2,179,000,  calls  attention  again  to  the  pos- 
sibilities of  motion  pictures  and  to  the  vast  proportions  of 
this  "industry  allied  with  art''  which,  in  less  than  fifteen 
years,  has  become  one  of  the  first  ten  industries  in  the  United 
States,  This  phenomenal  growth  having  made  it  necessary 
to  approach  finance  for  adequate  further  development,  the 
leaders  within  the  industry  are  now  engaged  in  urging  their 
claim  for  financial  recognition.  They  are  seriously  ham- 
pered, however,  by  a  lack  of  understanding  on  the  part  of 
our  bankers  and  business  men  and  investors  of  the  essential 
facts  of  this  industry;  since  emphasis  has  usually  been  laid 
on  the  spectacular  side  of  the  movies — the  extravagant 
salaries  of  film  stars,  their  vagaries  of  temperament  and 
conduct  and  other  superficial  elements.  It  may,  therefore, 
serve  a  double  purpose  to  set  forth  some  definite  and  care- 
fully checked  information  concerning  the  size  and  stability 
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of  the  industry,  the  amount  and  value  of  its  output,  the  total 
investment  in  plant,  films,  theatres,  &c.,  and  to  describe  as 
well  the  unusual  modus  operandi  of  the  motion-picture 
business. 

Probably  few  business  men  or  bankers  appreciate  how 
closely  the  motion-picture  industry  parallels  other  industries 
in  its  main  divisions.  Its  activities  may  be  combined  under 
identical  groupings ;  for  example,  manufacture,  which  is  cal- 
led "production''  in  pictures;  wholesaling  or  jobbing,  which 
is  called  "distribution'';  retailing,  which  is  called  "exhibi- 
tion" ;  and  export,  which  is  the  sale  or  rental  of  films  through- 
out foreign  countries. 

PRODUCTION 

Production  is  the  artistic  end  of  the  picture  industry  and 
centres  in  Los  Angeles,  where  75  per  cent,  of  all  motion 
pictures  produced  in  the  United  States  are  made.  Los  An- 
geles offers  throughout  the  year  the  most  consistent  and 
most  intense  sunlight  for  exterior  scenes.  It  oflfers  the 
greatest  variety  of  scenery — seashore,  mountains,  desert — 
all  within  a  few  hours  of  the  studios.  The  absence  of  cold, 
snow  or  sleet  permits  mechanics  to  work  out  of  doors  every 
day  in  the  year,  thus  reducing  labor  costs  in  the  construction 
of  stages,  sets,  &c.,  to  a  minimum. 

Many  millions  of  capital  are  invested  in  the  production 
of  pictures — in  real  estate,  studios,  stages,  sets,  carpenter 
and  machine  shops,  electrical  equipment,  wardrobes,  &c. 
Preliminary,  and  unofficial  figures  of  the  1919  census  in- 
dicate a  total  investment  of  this  character  of  nearly  $500,- 
000,000,  which,  however,  does  not  include  money  invested 


4 


in  allied  businesses  which  have  sprung  up  to  supply  the  wants 
of  the  picture  people.  The  annual  consumption  of  films  is 
not  far  from  one  billion  feet.  There  are  more  than  one 
hundred  producing  companies  regularly  engaged  in  making 
motion-pictures.  Approximately  20,000  people  are  steadily 
employed  in  the  making  of  motion  pictures  alone.  In  1920 
more  than  six  hundred  and  fifty  ^'feature''  productions  were 
made  in  this  country. 

It  is  difficult  to  state  the  ultimate  value  or  sales  price 
of  the  output  of  motion  pictures,  but  the  producers'  valuation 
of  the  cost  of  their  output  in  1920  approximated  $200,000,- 
000,  which  included  more  than  $50,000,000  paid  out  in 
salaries,  wages,  &c.,  and  more  than  $25,000,000  representing 
the  cost  of  materials  and  supplies.  Naturally,  if  the  pro- 
ducer's profit  is  to  be  counted  in,  the  valuation  should  be 
much  higher.  The  cost  of  motion  pictures  varies  from  $10,- 
000  for  a  two-reel  "Western''  to  half  or  three-quarters  of 
a  million  dollars  for  those  productions  characterized  by 
unusual  splendor  or  extravagance.  The  average  "feature"  of 
from  five  to  seven  reels  costs  from  $100,000  to  $250,000, 
exclusive  of  the  amount  spent  for  positive  points,  or  duplicate 
copies  of  the  original  picture,  which  positives  are  made  in 
laboratories  and  shown  in  the  different  theatres,  while  the 
original  negatives  remain  in  the  vault. 

The  subjoined  table  will  make  plain  how  such  sums  are 
spent.  This  tabulation,  taken  from  actual  cost  sheets,  shows 
the  classified  costs  of  the  latest  production  of  one  of  the 
country's  leading  producers  with  a  reputation  for  efficiency 
and  careful  expenditure.  It  it  a  typical  example  of  a  good 
feature  carefully  made: 
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Classified  Cost  of  a  Typical  * 'Feature" 


SALARIES,  WAGES  &c. 

p.  c. 

Directors  and  staff   $21,462  15.33 

Acting  personnel  (including  extras)   26,224  18.73 

Administrative  (office  and  executives)   11,069  7.90 

Mechanics,  electricians,  carpenters,  laborers,  &c   26,656  19.04 


Total                                                   $85,411  61.00 

OTHER  EXPENSES 

p.  c. 

Scenario  (including  cost  of  story  and  continuity)         $2,795  1-99 

Materials  used  in  scenery  and  sets                               5,648  4.04 

Properties  (including  rentals)                                    14,969  10.70 

Wardrobe  (including  rentals)                                     2,123  1.52 

Publicity                                                                     2,676  1.90 

Raw  film                                                                5,583  3.99 

Insurance  and  taxes                                                  3,243  2.32 

Depreciation                                                              5,487  3.92 

Interest  on  advances  from  banks                                  3,338  2.38 

General  expense  and  miscellaneous  overhead                 8,727  6.24 


Total  .....$140,000  100.00 
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DISTRIBUTION 


As  in  other  industries,  the  distribution  or  marketing  of 
pictures  is  of  far  more  importance  commercially  than  produc- 
tion. There  are  15  or  more  leading  distributing  systems  or 
wholesalers  in  the  country  exclusive  of  more  than  125  smaller 
distributing  organizations  operating  within  single  States  or 
certain  sections.  Some  are  owned  by  or  are  adjuncts  of  the 
producer,  who  has  found  it  extremely  desirable  to  control 
channels  of  distribution  in  order  that  he  may  be  sure  that 
his  product  is  well  handled  and  will  be  marketed  in  com- 
petition to  the  best  advantage.  Then  there  are  distributing 
organizations  owned  and  controlled  by  a  group  of  exhibitors 
and  owners  of  motion-picture  theatres,  and,  of  course,  the 
independent  distributor  who  makes  independent  connections 
with  various  producers  and  who  is  not  directly  affiliated  in 
the  distribution  of  pictures  with  any  of  the  larger  units  of 
distribution  or  exhibition. 

The  returns  of  a  motion  picture  indicate  that  30  per 
cent,  of  the  ultimate  gross  returns  are  collected  in  the  first 
two  months  following  the  release  of  the  picture,  25  per  cent, 
more  of  the  final  total  in  the  following  three  months,  and 
an  additional  35  per  cent,  in  the  following  seven  months. 
The  average  picture  takes  in  about  90  per  cent,  of  its  final 
total  in  the  first  year  following  its  release.  The  final  10  per 
cent,  will  come  in  in  the  first  three  or  four  months  of  the 
second  year.  This,  however,  is  exclusive  of  foreign  rights. 

Based  upon  the  film  taxes  paid  by  the  distributors  to 
the  Government,  the  distributors  collected  for  the  fiscal  year 
ended  June  30,  1920,  about  $86,000,000,  or  more  than 
$1,500,000  weekly.  Their  average  charge  for  selling  motion 
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pictures  runs  from  30  to  40  per  cent,  of  the  gross  receipts 
from  these  pictures,  and  it  is  customary  for  the  distributor 
and  producer  to  divide  the  net  receipts  of  a  production  after 
these  charges  and  the  producer's  cost  have  been  deducted. 
In  addition,  the  producer  has  the  outright  sale  of  the  foreign 
rights  to  his  pictures,  which  often  yield  as  much  as  $100,000 
for  each  picture. 

The  exhibition  of  motion  pictures  is  the  largest  and  most 
important  side  of  the  industry.  There  are  more  than  16,000 
motion-picture  theatres  in  the  United  States,  of  which  80 
per  cent,  are  of  the  smaller  variety,  charging  from  11  cents 
to  17  cents  admission.  This  compares  with  approximately 
17,500  theatres  in  the  rest  of  the  world.  The  number 
of  new  theatres  under  construction  is  rapidly  increasing. 
Theatres  in  this  country  have  a  seating  capacity  of  more 
than  5,400,000.  On  the  average  this  is  filled  several  times 
daily,  and  it  is  estimated  that  the  theatre  owners  take  in 
each  week  a  total  of  $14,500,000,  or  an  average  of  over 
$2,000,000  a  day.  This  makes  a  total  annual  motion-picture 
theatre  admissions  expenditure  of  $750,000,000,  or  on  the 
basis  of  an  American  population  of  105,000,000  people,  an 
average  annual  motion-picture  expenditure  for  each  person 
of  $7.15.  This  estimate  is  supported  by  the  records  of  the 
Commissioner  of  Internal  Revenue,  which  show  that  for 
the  fiscal  year  ended  June  30,  1920,  the  10  per  cent,  tax  on 
admissions  to  theatres  amounted  to  $76,733,647,  which  would 
indicate  total  box  office  receipts  of  $767,000,000. 

EXPORTS 

The  United  States  is  by  far  the  world's  largest  manufac- 
turer of  motion-picture  films.  After  all  American  demands 
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had  been  supplied  more  than  47,000  miles  of  film  were  ex- 
ported in  1920.  The  following  table  shows  the  rapid  increase 
since  191 3,  as  well  as  the  effect  of  the  war  on  this  character 
of  our  exports: 


Exports  of  Film  Etposed.  Unexposed. 

Linear  Feet  Feet 

1913   32,000,000  114,000,000 

1 91 5   73,000,000  126,000,000 

19 1 6...!   164,000,000   

1917   110,000,000  56,000,000 

19 1 8   80,000,000  72,000,000 

19 19   153,000,000  120,000,000 

1920   175,000,000  63,000,000 


Total  imports  of  film  in  1920  amounted  to  106,000,000 
linear  feet,  or  about  60  per  cent,  of  the  exports. 

The  exposed  film  exported  in  1920  was  valued  at  $7,892,- 
198,  an  average  of  5.16  cents  per  foot.  The  unexposed  film 
exported  in  1920  was  valued  at  $1,706,248,  an  average  of 
2.7  cents  per  foot.  Thus  with  an  annual  business  of  nearly 
$10,000,000,  our  export  trade  in  motion  pictures  has  become 
one  of  the  important  commodities  in  our  world-wide  com- 
merce. 

The  value  of  films  since  they  became  an  article  of  inter- 
national commerce  has  aggregated  about  $60,000,000,  having 
advanced  from  a  little  more  than  $5,000,000  in  1912,  the 
first  year  of  their  appearance  in  the  statistical  records  of  the 
country,  to  more  than  $12,000,000  in  1920,  including  ship- 
ments to  island  possessions,  while  the  aggregate  in  that 
period  of  films  exported  has  been  about  $60,000,000.  Im- 
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ports  are  now  running  at  the  rate  of  about  $4,000,000  per 
annum. 

Nearly  fifty  different  foreign  countries  are  showing 
American  motion-pictures  regularly,  including  Trinidad  and 
Tobago,  Labrador,  Bolivia,  Uruguay  and  the  Philippines. 
Australia  leads  in  the  number  of  feet  taken.  Canada,  Eng- 
land, Argentina,  Brazil  and  Japan  follow  in  the  order  named. 
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